Approved For Release 20Q1/09/03 : CIA-RDP79-01090A000100070002-2

= CONFIDENTIA W~~~ g9 )~

HORTTRE BRANCH
CFFICE OF REPOUTS AND ESTIFATES
CENTRAL TWTELLIGENCE AGENCY

TORKING PAPIER

NOTICE: This document is 2 working naper; not
an ol'ficial CIA issuance. It hes becn COworﬂinaw
ted within ORE, but not with the IAC Apgencies.

It renresents current thinking by snwcvaitsth in
CIA, and is designed for use by others engaged

in olmllar or overiapping studies. The opinions
expressed herein moy be revised before final

and official publication. It iz intended Soiely
for the information of the addiressee and nolt for
further dissemination.

DOCUMENT NO. I S
‘ " AN»..:N GK A38. O
e oo

CLAS;} (‘\4 ’J‘NCEU TO! @
NEXT REVIEW TIAYE:

AUTH: HA
ey Naznevarwezn 0o6E14

TONFIDENTIAL

‘
. !u!"','a...‘:}.

Approved For Release 2001/09/03 : CIA-RDP79-01090A000100070002-2



ApprovedwséPRelease 2001/09/03 : CIA-RDP79-0¢9084000100070002-2

coNﬂDENﬂAL

TEOTIERCTI T e r:‘"" T e r"ﬂ'rf'
R L S g A i) . TY

g' 1‘? l {n e Ty o :
intelligence Surmary Io. 79 11 July 1949

7!""5( 1
B i ! Jl :
s = s

FLATED NTECDOY

&owo*ll‘aaﬂel

TITMATEAT o —aenpom 4
S W I AT Lidie sae
TOUTATD. L 5

u',i'u.}auafa.tec:uﬁgsoaoaoio

fs T
/‘Jﬁ dnuuaﬂsﬁaono-cooeooc

"’/\""“ri"\Y
ot
DS e § On:»vmﬂeau'ooaoau.‘woﬁv

"1';* 1"1":“““1”'!1
2t ERY om&kaauxo*»acoas

{Dollar Darnings of Sterling Area)

- GONFIDENTIAL

Approved For Release 2001/09/03 : CIA-RDP79-01090A000100070002-2



. ‘ U

Approves®br Release 2001/09/03 : CIA-RDP7967980A000100070002-2

CONDENTIAL

BRIVISH DIVIS

Ok

o

[ S R

TUIMED Y THCDOY

1. ILabor rank-ana-file anpesr unawvarc of denpep in Britain's
GCONOMmMiC CPLE1LS ' ’

The labor rank-and-file wnrear unavare of their vulreranie
~osltion in Drifain's scricus acononic episis as denands romn
unlons Yor inercascd bencfits are nressed and unof “icial steikas
continue.  Some 10,000 Tondon ducaverkers hove voted arrinsf re-
savning to wori, ¥ an-arently umioved by the Covermment®s decision
to proclaim a state of natlonal clergency. A resolution demanding
increaced nay for lower-grade LOriers was rassed at the National
Ynion of ineworkers®! recent amnual conicrence desnite union
leaders' nleas that such disregard for (overmrent nolicy at this
time oould inevitably injure the vhole lavor rmoverent and might
nossibly bring doun thelr Covermient. Scattersd "slowdovms”
nrevail in the Covermicnt~owned railuays as nepotiations ror on
acrentable ware increase for railuaimen continue betwsen the
bailway Sxecutive and the Mational Imion of Rallwaymen. !

o T4
"
n

The Covernment is avare chat its economic difficulties
ape 1ittle understood by the rank-and-file, who scem deternined
that the Labor (overnment which it nut into offlce shall con-
tinuously ~rovide more benelits ra,ardless of econonic condifions.

Tt Dritain's economic plight forces the Coverrment to take measures

-

ohich will reduce the nresent shandard of living and nerhaps
croate some unemnloyment, and sihould union leaders fail in ner-
suading the rank-and-file fo suonord such ricasures, the chances
of the Labor Party winning the next general election vwill be
¢oubtful. ’

2, Very little Lisht on the Anpio~Soviet Trade Pact
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_ The unwonted secrecy with which the British surrow

the Anplo-Arpentine Yrade yrrecnient in “he formative stag
cvtended to Anglo=Soviet trade nepotintions. It thus appea
to be a matter of nolicy t» kecn the US in the cark over tr
arpangenents until the fait agcommli. “he reason for fhls m
lie in a fear of US interi:rcnce 1n el .cate and serious max
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for the British. Lo other cxnlanation is avpparcnt.

&31 that ecan be csceptalined peording the Angle=3Sovi

ions is thut, Yoilowing LH»&PMLit_At meetings which cx-
taﬁ\cu over tonth (and durin{’nhi 'h the British vouchsaied that
the USSH was asking too much for ubeat), a deal was reached in=
volving a révorteu 350,000 tons of Sovict coarse grains, "sub-
ctantial” quantities of wheat, twnd possibly soms timber, votuash,
and canued Tish in return rep pritish machlnary, ships, runber,
and wool., The agreevent is believed to be of 12 months durstion
and to amount to auou? $400 qiltiien C&bﬂ way. Two bnts aAnnear
t0 be sufe:s (a) The Canadians havs boen Xent su courant, since
e UK would not risk cffemlfi' CommonwealTh sunniic. of the
sajority of its wbhest; and (b) the UK has not undertaken o ship
the USSR any materials contrivuting. directly to the latter’s wa
wotential, :

&

el

2, UK mpenared for loag conbtiruance of British adniristration
ol "rinolltania ’

In their new niecenesl swrroach to the If alian “Paﬂnic
tion, the Britich seen to Le balancing their policy of swift
titrtional change in { &H(hdl(% with a Trivotitanian nolicy

of maintaining a slightiy ngd fied version of the status auo.

Teth the nature of the nPeIgures resnonsible for t!lo “P‘ﬂorlt&nluﬁ
noliey and the mexsures beiny taken by the British Administration
in Trivrolil supprest that this nolicy will be ovwerative for some

time to cone. ?

aue

3
nkl]S

The French have ilatly toi@ the UK that any effczrt by
Zmir Sevid Idriss (who is cirreantly en route to London for con-
UJLdthPb) to extend his rew Cyrenaican regime to ull of Libya
would be considered an hnflLdely act toward France, The British,
recognizing the thrsat to fhe nolitical stability of TFrench North
Afflca~-anu to Anplo~Frenciy relations=-that a wholly indercndent
Libya v ould pose at this time, are therefore unlikely to 03Tow
nerotiations “between the Erdir and Trinolitanian Arab leaders to
reach ony very fruitful co.vlusions for the vresent. At tne
same time, hovever, UX offivlals have made clear that they do
not regard as practical noi iies an Anplo-Itelisn or any similar
varietv of multinle trustes: iin for TP1n011+an1a.

v

ilte citration in Trinolitania in jeing
Ahﬁiﬁ 1t1 ols auL‘es ¢ continnation of Briticsh rule some~

vhat more nalatable. Aral =tables have Leesn nrirmtely inforﬂcd
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tiwt the icviﬂmﬂfor“w desl is deed; a few Arabs are belag op-
pointed to higher posts in the Adminlstration; and en Sconomic
Vission of four British civil servants is roing to Tripolitania

to make a very comprchensive survey of cconomic and social re-

forms which mizht Luanrove the coudition of the inhabitants with-
out dameying that of the Bri'ish Treasury. Thoush the Dri flsx
minimize uhe changes that will heve occurred in Trinolitania vefore
the UIMA takes un the cussiion aaia in Sentember, it is niui

that they anticinaie teing tie rernin. authority of the aren
for & »uch lonyer meriod,

tionelly, some fround to Lelieve thet tle

There is, ad’l
oceipn OfFfice favors Tinde'inite -ostmonenent™ of the Tihwar
westion in the €A, al ?cwiny the n~ou1<n to be discussed fpram
seasion Lo sessiom, bul wit“opt a lecision ererying and vith
the Uritish concurrently ‘~1in% the area of Libyan ~utondry
and eventually reco; n1f1n{ e indercndence os an accormlished
lact, A sinilar procedure bt be fc"Wo red on Italian Somali-

t :
and, with its “inal destination tiat of incornoration with Uritish
omalilard, It is wrctoble, Lunev0r, that the fornmstion of ritis
rolicy on these more alstant de selopments awelts the course’ of
events, including the asc ;uLJuinf cf US views on the subject.

4. Ixercise "Foil" -- Alfurmat

-

Tighly nublicirzed accounts oi the UK air defense exerclise
"uoil"™s rust not defleet cttention from certain undsrlying facts
in trying to evaluate the results. Although any simulated war
cames tend to foster the "z2cncest" idea, this exercise was nlarned
nrgqusly to give omerationsd LXUCLIGHCG to the nartic Lﬁ&tlnﬁ
sloments. Therefore, in orier that all units could derive raximum
benefit, ceriain artificial elenents had to ue introduced which
made the maneuver unrealls? ic fo sovic cxbent. '

In due tine the Air Ministry will no doubt come un with
an official sto%:”ent which takes into account the deviaticons

frund necessary. Cur: rle the most valid nress comren® ie that
shnicians fron both the atbacking and defending vnits fovnd it

? to reach a {irn CﬂiOiUSW%n on the rels t1ve ”F”‘OP”%ﬁC( of
" "
et Pichters versus “mimervo:iers’ on the basis of their #lanned

By

era T}Luu in the pames,
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Union of South Airiea

1. Defense 'inister seekinp v5 aid for reconstruction of
Union's arnea rorces

Defense Minlster Brasmus's fortheoning visit to Vashington
coneerss an eXort to Aodernlu{ the Union's arned Zoreccs ;criérally
zod in varticvlar to bulld w» tn ale Yorce wiich the Unien could
send aoroad to avpment UVestern alr nower in a najor conflict in-
quV1q£ South Al?lC&ﬂ interests. Though the Nationalist Covérn~
aent bas nlayed up to its »argy's strong isolationist traditions
iu orpanizing a new militia of use only for maintaining iuterna
order, it has to some extent bulunced this “o?]cy by falling in
with the nrofessional ~ilitary me=n's desire to - lan" a small but
ef"icient exr editionary force xuualle of cooveratlng with the

T

U5 and the UZ. This force, wiich vould be la PLOLW an air force,
would devend heavily on new egquinment obtained in London or Vash-

Fa s
et
i
ot

ington., Ten Vampire ~lanes wgie nurchased rccently from the
Britishy and uraumvs, sccomnag.eu by his Chief of Staff, is vow
in LUMQ@I ais 1ssing the posqlulill" of additional equipmenﬁ be~
fore soming to the US. ?

Srasmusts aim in the tS is to obtain, on mockdowm terms
¥ he ean, six B-2U's and 4C j=t firhters, wvhich would be the
core of #n exveditionary forcg and would have alternative duties
in connection with home detenss. He also seeks equinment for
one armored division. As a result of rnrevious fzslers on the
chancas of Obu&lﬂlnf US military 81b7“ﬁPnt Erasrus is not onti-
wistic about his nission’s success here, and 1ight be satisfied
wich obteining training onportvnities in the US.

Western Hemisnhere Colonies

2. Turther dellar vestrictiony difficult tor UK's ‘eotern
femicohere Goloni s -

5

Critain's Tuﬂﬁﬂhn Hegisubers coilonles face swecial rrobliens
in comniying with the Coloniei Cilice's PCQUCot of 3 July tﬂat
colenial povermients {oliow .he home povernment in temgﬂrar‘7y
sugnending dollar wurchascs, These colenies have not for years
folioved the traditioral colonial nattern of drawing on their owm
rescurces for food and on tae uL for manufacture& goods; irstead
thoy have been tu a lorge ant on the US ant Cenada
for supolies in Loth cat “,.uol h existing PUY?“HC]
controls and irmmort iiff tions have in the orwwlcw of
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U5 observers alyeady voduccd gnrc cuprency immorts to a miniman

g heve caused conslo: ;a£¢b Iocal crus 15 in;® and calls for lurger
collar allocations, the *rvc n“'*e of iutul immorts, coming from
hard surcency areas shill porpins Diph. The lmwort restrichicus
have bLeen csnsciall v 1 1i:at;ﬂ; to the local pooulations bLeduuse
of tne “J,hcr costs of britich L&Hﬁfx(%hI d goods &s commared
viith americen “lUQULt,, civirg rise to the charpge that British
Mipms are talidng advantepe o) the sitw ’Lmn to m*ozltfsma Efforts
to comply with the Coloniul Qi'fice reoucst will doubtless he made;

but, unless the political and ecopnoric tensions in this ara& are
to be further appreveted, the UK needs to coinle itg call for
“tougher dollar restrictions w.th Uuhiblohwl f¥orts to assure
‘hese celonies alternetive seurces of supply within the Lngllng

MY S

; ! ‘/ L;HE\ (:}

L ———

ds  Ireland and the sterlin;-dollar crisis

There hag as vet bLeen no weii-delined Irish reaction te
Britain®s latest dollar crisis, but 'inister for DIuterrnal Affairs
"acBride hos chosen this time %o »ronose to the OLFC that a world
economic confeprence be eonvaned 10 discvss means of restoring
iltoranlonaY trade to g vul ileteral basis, lacBride, vhos
noint of view 19 quite &i Fgrent 1‘rc Crinns's as rerards fimirg,
c11L301ﬁes as "outdated” wlans to necet Turove's econoric ﬁroblen
serely by liniting dollar »urchases and ut+em~t1ng to axnand
cxvortu to the US. e is »probably nertially —otivated by o desire
to see his oun cowntry's economy and ceconomic policy more ol sely
integrated with that of continental Lurope and less ontan .ed
that of the UK.

At vrresent Irelanu's dollar nceds are being net froa ECA
loans and its own meajer «(ollar earnings. DBut even though the
Irish are not now drf“.nL dolless from the sterlin_ arca aollPr
pool, they are vpound to be conucrned over any uteﬁs the Dritish

take to cone with the current crisis. The Irlsh oconomy'fa cLouely

intermeshed with the Britisi; furtherrore, the Irish have large

sterling balances and will n:t be able to meet their ECA loan obli-

rations wnless nberlidg convirtibility is restored. If the Prit-
ish devalue the nound sterling, the Irish ﬁonwd which has always
been Ireely interchanygeble sund for mound : cith it, will »ro-
bably be devalusd similariy. =lthourh it is just vossible that
the Irish would ~ttemnt to H;ep +helr nound soqe ‘hat above the
lovel of the noaud shevling, :
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CATTADA

1. Canadian Armed Services Vote

Results of the advanced ballotiny conducted in the Canedian
Armed Services during the week nrucceding the 27 June foderal
eleetions reflected the ineffeciiveness of Commnist influence
sn the defense establishment, with only 32 votes east for the
Tabor Proprossive narty. Althoush the resvlts of the balloting
were not sniounced vatil 2 July, the service vote, in vhich only
e1irhtly more than 507 of those cligible narticinated as commered
to a civilian turn out of somroximately 757, had no ef“ect on
the rinal outcone of the clections; however, in one llova Scofia
riding, a recovnt may have been nrovoied vhen the Prosressivs
Conservotive candidate's lead over his Liberal onponent was cutb
to two by reason of the delayed scrvice vote.

IS

2. MAsbestos strike cnds

The 2U-week old strike ot the Canadian Johns~l'anville
Company at Asuestos, "webec,#® ended on 1 July with the miners
receiving an Lomrovenent in working conditions and partial satis-
faction in their derands for a wage increase. The settlement
c~me through nepgotiations nersonally conducted by the Catholic
Archbishon of “uebec.

Canadisn asuvcstos nroduction, about 4/5 of the world total,
wes scriously curtailed by the strike. Although the strike af-
fected nroduction during only half of the “irst auarter of 1049,
latest Tifures show nroducers' shipments of asbestos were off
1/3 trom the commarable 1948 reriod. The newly-discovered Ceé-
posits of the Co nany at Lardsr Lake in Ontario, exnected toc be
in oneration by the end of th.s year, will lessen Johns~l'anvilie?s
denendence on nroduction at Asbestos, ‘“uebsc. Although for the
first few vears Larder Lake output vill be on a much smaller
scale then Asbentos nroduction the =verage value of the Ontaric
denosits is an~roxlimtely twice that of the Asbestos denosites.,

» Sce 1B "eekly llo 64, 16 tay 1149
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1. lorwepian ex-llazis stili a nroblem.

“ecent atlemnts by ex-Nazis to form an orpanization com~
nosed of Norwerians who were Nazi symmathizers during the war
inficate the difficulties llorway is encountering in re~bserbing
those individuals as acceptable wembers of society. The stated
cbijeetive of the organizers is to obtain full arhesty for former
traitors and to secure restoration of fines that have been levied
as the result of court ~ciion against them.

Following the liberation approxxnzfely GQ, OOO ‘orvepians
vere considered to bLe traitors beeause of their mcmbcrshlﬂ in the
ljasjonal Smaling (1IS), the Tuisling narty, or because of cconomic
vollaboration vith the Cerman occunation torces. Legal orocedures
vere established for urosuoutxng the oflenders, and the in%ent
vas that after serviny the jail sentence or »aying the fine im-
osed ns the result of such a trial the individuals would becoms
nccentable wo“ve£1an citizens apain, 0Officlals underestimated
the antzyonisn hovards IS members smong loyal llerwegians, hovever,
and the outcorie has been that fornmer NS members are effectively

ostracized even alter having commleted legal atonement. A good
ivu ication cof the strong feeling still wer31st1n; vas the recent
strike by the taxi drivers in 0slo ageinst recanloryient of a
former I3 member desnite his tulfiliment of the nenalties assessed
by the courts. Iany NS members hove illegally enijrated to South
America and other countries rather than face continucd unerLoy=
ment in llorway.

The success in organizing; former NS members I&P{P]J will
d¢enend upon the amount of ouislde flndnvlul sunport because ths
fines 1qnospd GVGrelv reduced the cconomic status of the \*feﬂdeﬁs.
The rroan mey Fall vrey to Communist exnloitation, but there is
ne evidence to incdicate that such is already the case.

No exneditious solution to the nroblem is nossible. It can
nrob'b3y Le minimized by a govarnment oronaganda cammaign o lessen

the stipma attached to sueh actions, but the nassing of the pen-
ration is the only assured relief,
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the Sterling Aroa

The chie? reason for the sharp increase
Critaints reserves Jurin,, Lhoe sacond auarter of
S the asnrpings of Chi spling ar&n’s N4

ivmorts PU”Qiuﬂﬂ nt or near neak
03 f (o$73” recel &« vo in mart
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Aveording to the frave startugnics vl the UD Denartmont
. ( pie R g
Comrwree, fthe rotaj visivie iriceets {eosluliing eld and silver)

1. T i r* PaNida)
he U ﬂom tx shepliln in } A5 ho 51,3800

all sources in 10407

g . L0, ieh the sterling area thus ne-

¢ Yo 100,87, Ton coulnhroie: connted fop C4.67 of Lotal
N L Iy

wi . L0 the TS in 1948, In order of

N

wroa CO0C Ghief darort

200, 4 Mvbber ond Yin
7 767 711 Jute
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=G Cocos, Caifee
2.9 nubber, Tra

A Dewr “ool, Tides
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Total 10 countries e 1,238,108

The 10 main comw ocity exnorts uhich accounted For abou
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70 of total US inmooris {ron tac sherlin @ area ucre:

Comodit “ of all comneditics Value S0O00

;hnrllng area

Aubber & allied pums - IR 215,650
Jute & manufuctures 12.2 165,48
Raw wool 11,0 149,119
Cocoa, coffee, tea 9.8 122, 974
Leather, skins, hides, furs 0.1 %f 5478
Stones, wrecilous and somis- 5.9 u,/l’
Tin Had 72,902
lachinery, vehicles, elc 4.1 55,513
V'ool, wfy and seni-ndy 2.8 36,247
ntton, rav & n'g 1.6 21,844
Total 10 como itics 75,( 1,015,472

m™ere has beon o rerked fall in the volume of certain sferling

area cxnorts, nofably in diamon’s fron South ““Pira- vshicles,
tractors and textiles from the Ul; and rawv wool Irom “hntralia
and liew Zealond. Coneurrent witi tiis drom in volume, the nrices
of storlin - arsa esmoris to the US have Iillen, “&PthvlaPLV
those of rubbar and cocoa. ubbsr, for examnle, vas avo%ed in

June 1v40 at 17i In this conncction, it has been estinted ! that,
based on last vecar's dollar carnings of lalayan Puboar (450,000
tons at an sverare vrice of 18."¢ rer wnound, earned d““?O?lmutely
155 mitlion) o hiech necounts for about 857 of the total rubber
sales *o the US the iall of zwiry British peany (1.74 “wﬂroxlmatelj)
i1 the wrice ner pount of (lalayun rubber renresents about S17 nil-
itiorn in the anwal UK balance o trade.

Cocoa has aronned from an averare of 42¢ ner 1b. 1 June
1943 to about 18¢ per vound in Juiy‘1949u Raw jute is also dowm
slirhtly. Since the ex"01t of rubher, iunte and cocoa com-rise
three out of the four leadling Jollar earning commodities the fall
in prices constitutes a very serions Tactor at the present time.
There is mereover, no particviar indication that the vorld nrice
trend w11] reverse itself in tie feresseable future,
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